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included  in  the  back  of  the  audit  report. 

Respectfully  submitted, 


Morris  L.  Brusett,  CP.A. 
Legislative  Auditor 


Digitized  by  the  Internet  Archive 

in  2010  with  funding  from 

Montana  State  Library 


http://www.archive.org/details/departmentofmili1975mont 


TABLE  OF  CONTENTS 

Page 

Appointive  and  Administrative  Officials  ill 

Summary  of  Recommendations  iv 

Scope  of  Examination  and  Opinion  1 

Comments: 

General  2 

National  Guard  Division  2 

Civil  Defense  Division  5 

Accounting  System  7 

Cash  Outside  State  Treasury:  8 

Authority  for  Accounts  8 

Accounting  for  Transactions  9 

Internal  Reviews  10 

Appropriation  Control: 

Program  Expenditures  11 

Reserve  for  Encumbrances  lA 

Accounts  Receivable  15 

Fixed  Assets  17 

Final  Comments  18 

Financial  Statements  Exhibit 

Balance  Sheet,  All  Funds,  June  30,  1975       A                   19 

Statement  of  Changes  in  Fund  Balance, 
Fiscal  Year  Ended  June  30,  1975: 

All  Treasury  Funds  B                   20 

Federal  &  Private  Revenue  Fund  B-1                  21 

Statement  of  Revenue,  All  Treasury  Funds, 

Fiscal  Year  Ended  June  30,  1975  C                   22 


-1- 


TABLE  OF  CONTENTS  (Continued) 

Page 
Statement  of  Expenditures  Compared  With 
Appropriations,  All  Treasury  Funds,  Fiscal 
Year  Ended  June  30,  1975: 

Support  Expenditures  D  23 

Capital  Expenditures  E  24 

Statement  of  Changes  in  Uncleared  Collections 

Account,  Federal  &  Private  Grant  Clearance 

Fund,  Fiscal  Year  Ended  June  30,  1975         F  25 

Statement  of  Changes  in  Reserve  Account, 

Funds  Outside  State  Treasury,  Fiscal 

Year  Ended  June  30,  1975  G  26 

Notes  to  Financial  Statements,  Fiscal 

Year  Ended  June  30,  1975  27-28 


-11- 


APPOINTIVE  AND  ADMINISTRATIVE  OFFICIALS 


John  J.  Womack,  Major  General 
Montana  Army  National  Guard 

Harry  W.  Thode,  Brigadier  General 
Montana  Army  National  Guard 

Richard  E.  Williams,  CW4 
Montana  Army  National  Guard 

Carlyn  L.  Gilbertson 


Adjutant  General  and 
Department  Director 

Assistant  Adjutant  General 


Administrator,  Centralized 
Services  Division 

Administrator,  Civil 
Defense  Division 


-111- 


SUMMARY  OF  RECOMMENDATIONS 
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G.    DEAN   REED 

CERTIFIED     PUBLIC    ACCOUNTANT 

1300  Block,  Cedar  Street 

HELENA.    MONTANA    59601 


AREA    CODE    406 
TELEPHONE    442-6050 


December  31,  1975 


Legislative  Auditor 
State  Capitol 
Helena,  Montana 

I  have  examined  the  financial  statements  of  the  various  funds  of  the 
State  Department  of  Military  Affairs  for  the  year  ended  June  30,  1975, 
listed  in  the  foregoing  table  of  contents.   My  examination  was  made 
in  accordance  with  generally  accepted  auditing  standards  and  accordingly 
included  such  tests  of  the  accounting  records  and  such  other  auditing 
procedures  as  I  considered  necessary  in  the  circumstances. 

The  department's  record  of  its  general  fixed  assets  is  limited  to 
location,  description,  and  quantity  control  for  accountability  pur- 
poses.  No  up-to-date  dollar  value  records  are  maintained.   Accordingly, 
a  statement  of  general  fixed  assets,  required  by  generally  accepted 
accounting  principles,  is  not  included  in  this  report. 

In  my  opinion,  the  accompanying  financial  statements  listed  in  the 
aforementioned  table  of  contents  present  fairly  the  financial  position 
of  such  funds  of  the  Department  of  Military  Affairs  as  of  June  30,  1975, 
and  the  results  of  operations  of  such  funds  for  the  year  then  ended,  in 
conformity  with  generally  accepted  accounting  principles  applied  on  a 
basis  consistent  with  that  of  the  preceding  year. 
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COMMENTS 

GENERAL 

The  Montana  Constitution  (Article  VI,  Section  13)  provides  that: 

"(1)   The  governor  is  commander-in-chief  of  the  militia  forces 
of  the  state,  except  when  they  are  in  the  actual  service  of  the 
United  States.   He  may  call  out  any  part  or  all  of  the  forces  to 
aid  in  the  execution  of  the  laws,  suppress  insurrection,  repel 
invasion,  or  protect  life  and  property  in  natural  disasters. 

(2)   The  militia  forces  shall  consist  of  all  able-bodied  citizens 
of  the  state  except  those  exempted  by  law." 

A  basic  state  objective  is  to  maintain  the  ability  to  effectively 
react  on  a  timely  basis  to  emergencies  occurring  within  Montana  that 
are  beyond  the  control  of  private  individuals  and  local  governing 
bodies.   The  primary  function  of  the  State  Department  of  Military  Affairs 
is  to  maintain  this  ability  in  a  current  state  of  readiness. 

Although  the  components  of  the  department  have  existed  many  years, 
the  Department  of  Military  Affairs  was  created  in  1971  pursuant  to  the 
Executive  Reorganization  Act  of  1971.   The  department  consists  of  two 
basic  functional  units  -  the  Montana  National  Guard  and  Civil  Defense 
Divisions.   Although  these  units  are  organized  within  the  same  department 
and  are  headquartered  in  the  same  building  in  Helena,  each  has  its  own 
administrative  staff  and  operates  somewhat  independent  of  each  other 
under  the  department  director  -  the  Adjutant  General. 
National  Guard  Division 

The  primary  means  of  meeting  the  state  objective  to  effectively 
react  to  emergencies  within  Montana,  is  through  the  Montana  Army  and 
Air  National  Guard.   These  units  comprise  the  organized  militia  in  Montana 
and  consist  of  individuals  who  are  consistently  trained  and  equipped  for 
emergency  action. 

Similar  to  the  state's  objective  of  being  able  to  effectively  react 
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to  emergencies  within  Montana,  the  Federal  Government  has  a  like  need  in 
the  event  of  national  emergencies.   To  aid  in  filling  this  need,  the 
Montana  Army  and  Air  National  Guard  units  must  be  ready  and  available  to 
supplement  the  active  military  forces  in  times  of  national  emergencies. 
Ah  a  result  of  these  joint  state/federal  needs,  an  exceptionally  close 
working  relationship  exists  between  tlie  Federal  National  Guard  Bureau 
and  the  State  National  Guard  Division  in  terms  of  financing,  facilities, 
and  personnel. 

Although  financing  of  the  Montana  Army  and  Air  National  Guard  is 
a  joint  federal/state  undertaking,  the  primary  source  is  federal  as 
illustrated  by  the  following  comparison  of  program  expenditures  for 
1974-75: 

Administration   Army  NG  Air  NG        Total 

State  General  Fund  $   103,495'V   $   289,960    $    46,347   $  439,802 

Federal  ^  Private  Revenue  Fund        -  81,246         49,906      131,152 

Direct  Federal  Expenditures    **  9.652,661^'"^*   10.443,941"^**20.096,602 

Total  $    103.495    $10,023.867    $X0. 540^194  $20,667,556 

*  Includes  some  relatively  minor  expense  applicable  to  civil  defense 
administration, 

**  Does  not  include  central  administration  costs  incurred  outside 
Montana  (e,g,  Washington,  D.C.}. 

***   Source:    Montana  USPFO 

The  direct  federal  expenditures  referenced  above  are  not  under  the 

control  of  the  state  nor  are  they  processed  through  the  state  treasury 

or  accounting  system.   Accordingly,  these  expenditures  were  not  included 

in  this  audit  and  are  included  above  for  comparative  purposes  only.   Such 

expenditures  are  subject  to  audit  by  the  U.S.  Army  Audit  Agency,  Defense 

Gontract  Audit  Agency,  and/or  General  Accounting  Office. 
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In  Montana,  as  in  all  other  states,  there  is  a  United  States  Property 
and  Fiscal  Officer  (USPFO)  who  serves  a  dual  role.   He  is  responsible  to 
the  Federal  National  Guard  Bureau  for  the  control  and  proper  use  or  dis- 
position of  all  federal  resources  provided  for  National  Guard  operations 
in  the  state.   In  addition,  he  is  under  the  State  Adjutant  General  for  the 
purpose  of  coordination  of  resources.   The  USPFO  supervises  the  direct 
federal  expenditures  listed  above. 

Units  of  the  Montana  Army  National  Guard  occupy  armory  and  main- 
tenance type  facilities  at  various  locations  throughout  the  state.   Most 
of  the  armories  were  constructed  in  the  1950' s  and  1960's  on  land  deeded 
to  the  state.   Construction  occurred  pursuant  to  what  is  now  U.S.  Codes, 
Title  10,  Sections  2231-2238.   This  act  provided  for  15%   federal 
financing  and  for  title  to  the  buildings  to  pass  to  the  state  25  years 
after  their  construction.   Some  Army  NG  units  occupy  facilities  leased 
from  local  government  entities  or  the  federal  Government. 

The  Montana  Air  National  Guard's  primary  quarters  are  in  federally 
financed  buildings  on  leased  land  at  the  Great  Falls  International  Airport. 

The  basic  responsibility  for  maintenance  of  the  Montana  National 
Guard  facilities  rests  with  the  state.   However,  the  department  has  entered 
into  annual  agreements  with  the  Federal  National  Guard  Bureau  which 
provide  for  partial  reimbursement  of  the  maintenance  costs.   This  is  in 
recognition  of  the  benefits  to  the  national  readiness  program  derived  from 
the  maintenance  costs.   The  revenue  identified  on  the  accompanying  Exhibit 
"C",  page  22, as  coming  from  the  Departments  of  the  Army  and  Air  Force 
constitutes  such  reimbursements  received  during  the  1974-75  fiscal  year. 

During  1974-75,  three  declarations  of  emergencies  were  proclaimed 
by  the  Governor,  as  follows: 
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January  1975  -  Civil  disobedience  in  the  vicinity  of  Decker. 

April  1975  -  Blizzard  conditions  in  rural  areas  necessitating 
special  assistance  in  transporting  feed  to  livestock. 

June  1975  -  Flood  conditions  in  Western  Montana. 
Section  77-2002,  R.C.M.  1947,  provides  that  in  such  events  expenses 
are  to  be  paid  from  the  General  Fund.   Accordingly,  as  shovm  by  Exhibit 
"D"  on  page  23,  $40,000  was  approved  for  such  use  of  which  approximately 
$31,000  was  used. 

Civil  Defense  Division 

The  unit  was  originally  created  by  the  Montana  Civil  Defense  Act 
of  1951.   The  primary  function  of  the  division  has  historically  been  the 
preparation  for  and  coordination  of  emergency  functions,  other  than  those 
for  which  military  forces  or  other  federal  agencies  are  primarily  re- 
sponsible.  A  major  part  of  the  coordination  effort  is  devoted  to 
providing  guidance  and  assistance  to  local  civil  defense  agencies, 
primarily  at  the  county  level. 

Within  a  predetermined  amount  and  with  certain  exceptions,  the 

Federal  Defense  Civil  Preparedness  Agency  (DCPA)  provides  50?o  of  the 

financing  for  the  civil  defense  coordination  (personnel  and  administration) 

program  at  the  state  and  local  level.   The  following  summary  shows  the 

amount  received  and  the  allocation  thereof  for  this  purpose  for  1974-75: 

State  Civil  Defense  Division  (Exhibit  "C",  Page  22)     $   88,982 

Local  Civil  Defense  Agencies  (Exhibit  "F",  Page  25)      121,018 

Total  $  210,000 

Established  procedures  provide  that  DCPA  grant  proceeds  due  to 
the  local  government  entities  are  received  by  the  State  Civil  Defense 
Division,  deposited  in  the  state  treasury,  and  paid  to  the  applicable 
local  entity  by  means  of  a  state  warrant. 
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In  addition  to  these  administrative  cost  grants,  DCPA  also  provides 
507o  financing  for  several  other  civil  defense  projects  at  the  local 
government  level.   These  grants  are  for  a  variety  of  cost  reimbursement 
purposes  ranging  from  emergency  operating  center  construction  to  excess 
property  transportation  and  rehabilitation.   As  shown  by  Exhibit  "F", 
$175,829  was  received  from  DCPA  and  disbursed  to  local  goverment  entities 
for  these  purposes  during  1974-75. 

Three  sub-programs  administered  by  the  Civil  Defense  Division  are 

1007o  financed  by  DCPA  grants.   These  programs  and  amounts  received  in 

1974-75,  as  shown  on  Exhibit  "C",  Page  22,  are  as  follows: 

Shelter  Survey  and  Community  Shelter  Planning   $  46,247 

Radiological  Systems  Maintenance  38,334 

Instruction  Program  62,  661 

Total  $  147,242 

Pursuant  to  the  Governor's  Executive  Order  4-74  issued  in  February 
1974,  the  Civil  Defense  Division  initiated  the  development  of  a  natural 
disaster  response  plan.   This  undertaking  was  financed  507o  by  a  grant 
from  the  Federal  Disaster  Assistance  Administration  (FDAA)  and  50%  by 
in-kind  state  contributions.   The  in-kind  contributions  consisted  of  the 
personal  services  costs  for  various  state  officials  and  employees  who 
provided  input  on  the  project.   The  project  was  terminated  prior  to  its 
completion  in  January  1975,  with  FDAA's  approval  because  of  a  change  in 
federal  law  (Disaster  Relief  Act  of  1974).   As  shown  by  Exhibit  "C"  on 
Page  22,  the  department  received  $9,204  for  this  project  in  1974-75, 

Pursuant  to  the  Federal-State  Agreement  for  Emergencies,  the  Civil 
Defense  Division  is  the  coordinating  state  agency  for  federal  financial 
assistance  to  local  government  entities  in  the  event  of  natural  disasters. 
Such  assistance  was  provided  by  the  Federal  Disaster  Assistance  Admin- 
istration (FDAA)  to  eleven  local  government  entities  (counties,  cities, 
and  towns)  as  a  result  of  floods  in  January  1974,   Similar  to  the  grants 
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from  DCPA  to  local  governments  described  above,  grant  advances  and  final 
settlement  payments  from  FDAA  are  received  by  the  Civil  Defense  Division, 
deposited  in  the  state  treasury,  and  paid  to  the  applicable  local  govern- 
ment entity  by  means  of  a  state  warrant.   During  1974-75,  $70,456  was  so 
received,  deposited,  and  disbursed  as  shown  by  Exhibit  "F"  on  page  25. 

In  November  1973,  the  Civil  Defense  Division  became  responsible 
for  administering  the  state  reserve  and  end-user  allocation  programs 
for  middle  distillates  in  Montana  (fuel  allocation  program).   The  pur- 
pose of  this  program  is  to  relieve  emergency  hardships  and  allocation 
inequities  of  petroleum  users.   The  Federal  Energy  Administration  re- 
imbursed the  state  for  a  majority  of  the  program  costs.   As  shown  by 
Exhibit  "C"  on  page  22,  $24,505  was  received  in  1974-75.   This  consti- 
tuted the  reimbursement  for  1973-74  costs.   The  1974-75  cost  reimburse- 
ment totaled  $53,416,  which  was  received  in  October  1975. 

ACCOUNTING  SYSTEM 

As  discussed  under  the  General  Comments  heading  and  as  shown  by 
Exhibit  "F" ,  page  25,  the  Civil  Defense  Division  receives  three  types 
of  federal  grant  payments  which  it  passes  on  to  local  government  entities. 
Although  such  receipts  and  disbursements  for  1974-75  are  set  forth 
on  Exhibit  "F" ,  the  amounts  received  from  the  Defense  Civil  Preparedness 
Agency  (DCPA)  are  based  upon  an  audit  analysis  instead  of  coming  directly 
from  state  accounting  reports. 

When  depositing  such  receipts  to  its  account  in  the  Federal  and 
Private  Grant  Clearance  Fund,  the  division  credits  its  "Uncleared 
Collections"  account.   When  disbursements  are  made,  the  uncleared  col- 
lection account  is  debited.   As  a  result,  the  transactions  net  out  and 
do  not  appear  in  the  resulting  summary  reports.   As  shown  bv  Exhibit  "F", 
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these  receipts  and  disbursements  totaled  about  $303,000  during  1974-75. 

The  amounts  involved  are  not  revenue  and  expenditures  reflecting 
state  operations.   They  are  in  the  nature  of  trust  receipts  and  dis- 
bursements in  that  they  are  received  on  behalf  of  other  entities  and 
passed  on  to  them.   The  statewide  budgeting  and  accounting  system  (SBAS) 
has  provided  the  necessary  account  structure  to  properly  show  such  trans- 
actions.  Account  number  5104,  Income  (Non-Budgeted),  is  available  to 
show  such  receipts  and  account  number  5207  (Non-Budgeted  Withdrawals) , 
is  similarly  available  to  record  such  disbursements.   Because  of  a 
federal  requirement  for  separate  accountability,  the  division  is  currently 
utilizing  these  accounts  to  record  similar  receipts  and  disbursements 
relating  to  grants  from  the  Federal  Disaster  Assistance  Administration 
(e.g.  $70,456  on  Exhibit  "F").   Recording  the  subject  DCPA  receipts  and 
disbursements  on  a  comparable  basis  will  result  in  the  needed  visability. 

RECOMMENDATION 

I  recommend  that  the  department  utilize  the  designated  SBAS  accounts 
to  account  for  receipts  and  disbursements  of  DCPA  grants  it 
receives  on  behalf  of  other  entities. 
CASH  OUTSIDE  STATE  TREASURY 

As  shown  by  Exhibits  "A"  and  "G"  on  pages  19  and  26,  the  department 
maintains  bank  accounts  outside  the  state  treasury.   Although  many  such 
accounts  exist,  they  basically  fit  into  two  categories: 

1.  Facility  use  fee  accounts  -  Maintained  by  each  Montana  National 
Guard  unit  that  charges  a  fee  to  outside  organizations  for  use 
of  armories  or  other  National  Guard  facilities. 

2.  Quarterly  allowance  accounts  -  Maintained  by  each  unit  for 
incidental  expenses  pursuant  to  Section  2004,  R.C.M.  1947. 

The  Adjutant  General  has  issued  directives  for  the  administration 

of  these  accounts.   However,  some  matters  noted  during  the  audit  relating 

fo  these  accounts  warrant  attention. 
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Authority  for  Accounts 

Several  sections  of  the  state  statutes  provide,  and  Attorney  General 
opinions  have  confirmed,  that  all  moneys  received  by  state  agencies  must 
be  deposited  in  tlie  state  treasury.   The  Jaw  does  provide,  however,  that 
under  certain  circumstances  approved  by  the  State  Department  of  Admin- 
istration, moneys  may  be  retained  by  state  agencies  and/or  bank  accounts 
may  be  maintained  outside  the  state  treasury.   Management  Memo  2-75-14A 
sets  forth  the  procedures  for  agencies  to  request  such  authority. 

The  department  currently  does  not  have  written  authorization  from 
the  Department  of  Administration  to  maintain  these  accounts.   Although 
Section  2004,  R.C.M.  19A7,  authorizes  each  National  Guard  unit  to  receive 
an  allowance  for  incidental  expenses,  the  statute  does  not  specify  how 
the  allowance  is  to  be  accounted  for. 

No  authorization  appears  to  exist  that  permits  the  retention  and 
use  of  facility  use  fees  without  being  subjected  to  the  appropriation 
process  or  being  accounted  for  in  the  statewide  budgeting  and  accounting 
system  (SBAS) . 

In  both  instances,  clarification  should  be  sought  to  determine  the 
appropriateness  of  the  current  procedures. 

RECOMMENDATION 

I  recommend  that  the  Department: 

1.  Seek  written  authority  from  the  Department  of  Administration 
to  maintain  bank  accounts  outside  the  state  treasury. 

2.  Request  a  determination  for  its  authority  to  retain  and  use 
facility  use  fees. 

Accounting  for  Transactions 

As  shown  by  the  analysis  of  transactions  on  Exhibit  "G",  page  26, 

the  quarterly  allowance  advances  are  charged  to  expense  at  the  time  the 

advances  are  made  to  the  National  Guard  units.   Following  this  procedure, 

accountability  for  the  advances  is  not  retained  in  the  central  accounting 
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system  although  the  department  does  have  an  internal  procedure  to  account 
for  the  advances. 

SBAS  contains  the  necessary  accounts  and  procedures  to  accurately 
account  for  the  advances.   Rather  than  charging  expenditures  when  the 
advance  is  made,  once  approved  by  Che  Department  of  Administration  the 
account  "Revolving  Fund  Cash"  can  be  charged.   This  account  could  then  be 
reduced  and  expenditures  charged  upon  receipt  of  the  quarterly  expenditure 
reports  from  the  units.   Proper  application  of  this  procedure  would 
formalize  accountability  for  the  advances  and  result  in  expenditures 
being  more  accurately  charged. 

Under  current  procedures,  none  of  the  account  balances  or  trans- 
actions relating  to  the  facility  use  fees  are  accounted  for  in  SBAS. 
Determination  of  the  appropriate  procedures  depends  upon  the  outcome  of 
the  authority  to  retain  and  use  fees  as  discussed  above.   At  a 
minimum,  accountability  for  these  bank  account  balances  should  be 
established  in  SBAS. 

RECOMMENDATION 

I  recommend  that  the  department  initiate  the  necessary  procedures 
to  establish  accountability  in  SBAS  for  its  bank  accounts  outside 
the  state  treasury. 
Internal  Review 

Regulations  that  the  Adjutant  General  has  established  for  the 
quarterly  allowance  and  facility  use  fee  accounts  include  provisions  for 
an  annual  internal  review  of  the  accounts. 

Current  procedures  call  for  assigned  individuals  (usually  the  ad- 
ministrative assistant  out  of  squadron  headquarters)  to  annually 
review  the  balances  and  transactions  of  the  quarterly  allowance  accounts 
of  each  National  Guard  unit.       Reports  are  then  prepared  on  the 
propriety  of  expenditures  and  adequacy  of  accounting,  reporting,  and 
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other  procedures.   The  current  review  procedures  do  not  provide  for  a 
written  response  by  the  unit  commanders  to  these  review  reports.   In  some 
instances  it  was  noted  tliat  some  units  were  reported  as  having  similar 
difficulties  in  administering  the  accounts  one  year  as  they  had  the 
previous  year.   Requiring  written  responses  of  anticipated  action  on 
difficulties  cited  in  the  reports  should  result  in  improved  adminis- 
tration of  the  accounts. 

Reviews  of  the  facility  use  fee  accounts  are  currently  performed 
by  the  department's  Construction  and  Facilities  Office.   These  reviews 
are  usually  limited  to  in-office  reviews  of  the  annual  reports  submitted 
by  the  units.   On-site  reviews  of  supporting  documentation  and  procedures 
would  be  a  more  satisfactory  control  procedure.   A  practical  approach  to 
this  might  be  to  have  the  individual  performing  the  reviews  of 
the  quarterly  allowance  accounts  to  review  the  facility  use  fee 
accounts  at  the  same  time. 

RECOMMENDATION 

I  recommend  that  the  department: 

1.  Require  written  responses  from  unit  commanders  to  reports 
citing  difficulties  in  administering  bank  accounts. 

2.  Expand  reviews  of  facility  use  fee  accounts  to  include  on- 
site  review  procedures. 

APPROPRIATION  CONTROL 

Program  Expenditures 

As  previously  discussed  and  as  shown  by  Exhibit  "D"  on  page  23, 

the  operations  of  the  National  Guard  Division  are  classified  into  three 

programs  -  Administration,  Army  National  Guard,  and  Air  National  Guard, 

Because  of  the  close  association  of  some  of  the  program  activities  (e.g. 

sharing  of  space,  telephone  services,  etc.),  cost  allocations  can  be  a 

problem  at  times.   For  the  most  part,  this  audit  showed  the  department 
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expenditures  to  be  appropriately  classified  by  program  for  the  1974-75 
fiscal  year.   However,  it  was  noted  that  subsequent  to  the  yearend 
cutoff,  expenditures  totaling  about  $1,240  applicable  to  the  Army  National 
Guard  Program  for  1974-75,  that  had  not  been  accrued  at  June  30,  1975, 
were  charged  to  the  1974-75  Administration  Program  appropriation. 

Exhibit  "D"  on  page  23,  shows  unexpended  appropriation  balances  for 
the  Army  National  Guard  Program,  as  follows: 

General  Fund  $     23 

Federal  &  Private  Revenue  Fund        1,108 

Total  $   1.131 

A  preliminary  comparison  of  these  available  balances  with  the  $1,240 
charged  to  the  incorrect  appropriation  shows  a  potential  overexpenditure 
of  the  Army  NG  Program  appropriations.   However,  unliquidated  accrued 
support  expenditures  as  of  December  1975,  appear  to  include  amounts 
applicable  to  the  Army  NG  Program  for  1974-75,  that  will  revert  and  more 
than  offset  the  potential  overexpenditure. 

The  $1,240  of  Army  Program  costs  may  have  been  charged  to  the  Admin- 
istration Program  because  the  Army  Program  appropriations  were  running  low 
whereas  the  Administration  Program  appropriation  had  a  substantial  balance. 
If  this  was  the  case,  a  better  approach  would  have  been  to  seek  a  budget 
amendment  from  the  National  Guard  Account  in  the  Federal  and  Private 
Revenue  Fund  and  charge  the  expenditures  to  the  program  appropriation  to 
which  they  were  applicable. 

The  $1,240  was  charged  to  a  General  Fund  appropriation.   The  available 
Army  Program  appropriation  balance  was  available  in  the  Federal  and  Private 
Revenue  Fund  (F&PRF).   Accordingly,  a  transfer  should  be  made  from  the 
F6J'RF  National  Guard  Account  to  the  General  Fund. 

RECOMMENDATION 

I  recommend  that  the  department: 

(1)   Initiate  a  transfer  from  its  National  Guard  account  in  the 

-12- 


Federal  and  Private  Revenue  Fund  to  reimburse  the  General  Fund 
for  the  Army  NG  Program  costs  incorrectly  charged  to  tlie 
Administration  Program. 

(2)   Charge  costs  to  the  program  to  which  they  are  applicable,  and 

seek  budget  amendments  in  the  event  of  anticipated  insufficient 
spending  authority. 


-13- 


Reserve  for  Encumbrances 

As  the  accompanying  financial  statements  show,  S3, 3  77  was  encumbered 

at  June  30,  1975,  against  the  appropriations  for  installation  of  security 

systems  at  various  National  Guard  armories,  as  follows: 

Long  Range  Building  Fund  $    844 

Federal  &  Private  Revenue  Fund  (A  &  E  Account)       2,533 

Total  $  3,377 

These  encumbrances  were  subsequently  paid  in  November  1975. 

The  full  amount  of  this  encumbrance,  and  subsequent  payment  thereof, 
should  have  been  charged  to  the  appropriation  from  the  Long  Range  Building 
Fund   as  illustrated  by  the  following  comments. 

As  shown  by  Exhibit  "E"  on  page  24,  $12,800  was  appropriated  for 
the  installation  of  security  systems  at  eight  armories.   These  approp- 
riations were  made  in  1973,  based  upon  the  established  federal/state 
ratio  of  75%-257o,  as  follows: 

Long  Range  Building  Fund  $   3,200 

Federal  &  Private  Revenue  Fund  (A  &  E  Account)       9,600 

Total  $  12,800 

Subsequently,  in  January  1974,  a  state  purchase  order  was  issued  for  the 
installation  of  security  systems  at  six  National  Guard  facilities.   The 
purchase  order  was  for  $13,511  and  provided  for  payment  257o  ($3,377.75) 
by  the  state  and  757o  ($10,133,25)  by  the  Federal  Government,   The  purchase 
order  provided  invoices  applicable  to  the  federal  share  to  be  sent  to  the 

U,  S,  Property  and  Fiscal  Officer  for  Montana  (USPFO) , 

Often  the  State  Construction  and  Maintenance  Division  pays  the  full 
amount  and  obtains  reimbursement  from  the  applicable  federal  agency.   In 
this  instance,  the  USPFO  paid  the  federal  share  directly.   Because  of  this, 
the  $9,600  state  appropriation  from  the  Federal  and  Private  Revenue  Fund 
did  not  have  to  be  utilized.   The  full  amount  of  the  state's  share  was 
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then  due  from  the  Long  Range  Building  Fund  appropriation. 

Two  problems  evolved  concerning  the  project:   (1)  The  purchase  order 
was  for  more  than  tlie  existing  appropriations;  and  (2)  Seventy- five  per- 
cent ($2,533)  of  the  state's  share  ot  the  project  was  encumbered  against, 
and  subsequently  paid  from, the  Federal  &   Private  Revenue  Fund  appropriation. 
In  summary,  the  project  is  now  complete  and  the  contractor  has  been  paid 
(757o  by  the  USPFO  and  257o  by  the  state).   However,  the  A  &  E  account  in 
the  Federal  and  Private  Revenue  Fund  has  a  receivable  due  of  $2,533  from 
the  Long  Range  Building  Fund.   The  Long  Range  Building  Fund  appropriation 
for  the  project  has  a  balance  of  only  $2,356, or  $177  short  of  the  amount 
due . 

The  law  provides  for  transfers  between  capital  project  appropriations 
of  a  state  agency  via  the  budget  amendment  process  if  excess  balances  exist 
in  one  or  more  project  appropriations.   At  this  point,  the  balance  of  the 
subject  Long  Range  Building  Fund  appropriation  should  be  transferred  to  the  A  &  E 
account  in  the  Federal  &  Private  Revenue  Fund  and  a  determination  made  if 
the  remaining  $177  can  be  made  available  for  a  similar  transfer. 

RECOMMENDATION 

I  recommend  that  the  Department  of  Administration: 

(1)  Transfer  the  balance  of  the  Long  Range  Building  Fund  ap- 
propriation for  the  security  systems  to  the  A  &  E  account 
in  the  Federal  &  Private  Revenue  Fund. 

(2)  Determine  the  availability  of  the  additional  amount  due  the 
A  6t  E  account  and  initiate  the  necessary  procedures  to  re- 
imburse the  additional  amount. 

ACCOUNTS  RECEIVABLE 

Included  in  the  accounts  receivable  of  the  Federal  and  Private  Revenue 

Fund  shown  on  the  balance  sheet  Exhibit  "A",  page  19,  is  $16,782  applicable 

to  the  State  Department  of  Administration's  Architecture  &  Engineering 

account.   This  amount  constitutes  the  unreimbursed  federal  share  of  costs 
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of  the  Helena  Aviation  Shop  Addition  as  recorded  in  the  records  of  the 
Department  of  Administration's  Construction  &  Maintenance  Division.   As 
of  late  December  1975. this  amount  remained  outstanding,  as  it  had  for  over 
one  year. 

Documents  provided  by  the  USPFO  for  Montana  show  that  the  Federal 
National  Guard  Bureau's  latest  computation  of  the  amount  due  is  $13,301, 
Discussion  with     personnel  in  each  of  the  applicable  agencies  in- 
dicates that  the  difference  primarily  concerns  the  architect  fee  on  a 
change  order,  and  that  the  matter  can  be  appropriately  resolved  if  the 
pertinent  personnel  of  each  agency  (D/A  Construction  &  Maintenance 
Division,  Department  of  Military  Affairs,  and  USPFO)  can  get  together 
to  discuss  the  differences. 

An  effort  should  be  made  to  finalize  this  account  as  soon  as  possible. 
Pending  a  final  determination  on  the  matter,  the  major  part  of  the  account 
balance  might  be  collected  by  submission  of  the  applicable  billing  doc- 
uments to  the  USPFO  for  the  amount  the  National  Guard  Bureau  has 
acknowledged  as  being  due. 

RECOMMENDATION 

I  recommend  that  the  Department  of  Administration: 

(1)  Initiate  a  meeting  of  the  pertinent  personnel  needed  to  reach 

a  determination  on  the  amount  due  the  state  as  final  settlement 
on  the  Helena  Aviation  Shop  Addition  capital  project. 

(2)  Submit  the  necessary  billing  documents  to  the  USPFO  to  effect 
payment  of  the  amount  acknowledged  by  the  Federal  National 
Guard  Bureau  as  being  due. 
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riXED  ASSETS 

The  departn^ent  maintains  no  general  ledger  or  other  control  accounts 
that  establish  monetary  control  over  the  fixed  assets  owned  or  controlled 
by  the  department.   Although  contrary  to  generally  accepted  accounting 
principles  and  lacking  in  control,  this  policy  is  not  in  conflict  with 
central  state  directives.   The  existing  directive  concerning  state  agency 
fixed  asset  accounting  is  Management  Memo  70-17.   This  memorandum  provides 
limited  guidance  for  fixed  asset  accounting.   More  definitive  guidelines 
have  been  in  the  process  of  development  by  the  State  Department  of 
Administration  for  some  time  but  have  not  yet  been  implemented.   Pending 
such  implementation,  each  state  agency  must  improvise  its  own  procedures. 

The  department's  National  Guard  Division  maintains  a  quantity  control 
record  over  its  fixed  assets.   These  records  are  maintained  by  the  division's 
Construction  and  Facilities  Office,  and  include  many  small  equipment  items 
not  required  by  Management  Memo  70-17.   Annual  physical  inventories  are 
taken  and  the  records  are  adjusted  accordingly. 

In  contrast,  no  central  accounting  is  made  for  the  equipment  of  the 
Civil  Defense  Division,   Some  of  the  division  equipment  purchased  from 
certain  federal  grants  is  specifically  accounted  for  pursuant  to  grant 
requirements.   However,  no  central  accountability  is  established  nor  are 
comprehensive  periodic  physical  inventories  taken  as  called  for  by 
Management  Memo  70-17, 

As  pointed  out  earlier  in  this  report,  the  department  owns  the  land 
on  which  most  of  the  National  Guard  armories  are  situated.   The  department's 
Construction  and  Facilities  Office  has  a  file  folder  containing,  for  each 
location,  documents  concerning  the  location's  ownership  and  other  pertinent 
information.   However,  no  summary  record  is  maintained  to  show  the  depart- 
ment's land  ownership.   Many  of  the  files  maintained  are  voluminous,  in  that 
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they  contain  documents  accumulated  over  several  years.   Accordingly,  it 
is  difficult  to  determine  the  department's  land  ownership  from  these 
records.   At  the  time  of  this  writing,  the  department  liad  started  to 
prepare  a  summary  record  that,  when  completed  and  if  maintained  up-to- 
date,  will  provide  an  improved  accountability  record  of  the  department's 
land  ownership. 

RECOMMENDATION 

I  recommend  that  the  department: 

(1)  Expand  its  accounting  procedures  for  equipment  to  include 
that  of  the  Civil  Defense  Division. 

(2)  Complete  and  maintain  currently  the  land  ownership  record 
currently  being  devised. 

FINAL  COMMENTS 

The  comments  and  recommendations  contained  in  this  report  have  been 
reviewed  with  the  Adjutant  General  and  his  administrative  staff.   The 
comments  and  recommendations  concerning  the  capital  projects  have 
similarly  been  reviewed  with  the  director  of  the  Department  of  Adminis- 
tration and  pertinent  members  of  his  staff.   I  would  like  to  thank  these 
officials  and  their  staff  members  for  the  excellent  cooperation  they  ex>- 
tended  during  the  audit.   In  addition,  I  am  grateful  to  you  and  your  staff 
for  the  cooperation  and  assistance  provided. 
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EXHIBIT  A 


ASSETS 


DEPARTMENT  OF  MILITARY  AFFAIRS 
ALL  FUNDS 
BALANCE  SHEET 
June  30,  1975 

Federal  & 
Federal  &   Private 
Private     Grant    Long  Range 
General     Revenue   Clearance   Building 
Fund        Fund       Fund       Fund 


Cash  in  Bank  Accounts 
Cash  in  State  Treasury 
Unexpended  Appropriations 
Accounts  Receivable 
Total  Assets 


$ 


32,743 
53,416 


$ 


$ 


66,624 
16,644 
95,952 


21,084 


782 


8,779 


Funds 
Outside 
State 
Treasury 

$  4,167 


$    86.159        $179.220        $   21,866        $     8,779        $4   167 


LIABILITIES,  RESERVES  AND 
FUND  BALANCE 

Accrued  Support  Expenditures   $  15,022   $  33,943    $ 

Reserves  for: 

Uncleared  Collections  - 
I'xliibit  K 


I'.ncumbrances 

Deferred  Accounts  Receiv. 

Stale  Dated  and  Cancelled 
Warrants 


53,416 


2,533 
95,952 

184 


21,866 


844 


Funds  Outside  State 
Treasury  -  Exhibit  0 

Fund  Balance  -  Exhibit  B 

Total  Liabilities, 
Reserves  and  Fund 
Balance 


17,721 


46,608 


7,935 


4,167 


$  86.159   $179,220   $  21,866   $   8,779   $  4,167 


See  accompanying  notes  to  financial  statements- 
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IvXHJ-BIT  B 

"  'auVYrI'^SURv'  VlINDS 
ST/VrEMJ.NX  OF   GIANCF,;;    1  N  _FUNn   RALAWni: 
'  K  iscal   YeTir  Yndftr'.hine  To',   "iV?^ 

I'^odGral    and 

i'enerai  Private               Lonp   Ranj^e 

^und Revenue    Fund        Building   !'und 

"iind   Balance,    .lulv    1,    197A                                         $      —  $   A3, 977                 $    11,353 

Add: 

Revenue    --    Exhibit    C             .                                               24,56'^  374,916 

Lef,iKlative   Anoropri  at  ions                                        663,422  —                                — 

!'rii)r   Yivir   F.xncnd  i  L  iirc   Ad  j  iistp>entc                  ^il??^!.^  • —                          ;^-_ 

Total    Balance    and    Ad.Utiens                                 698, 93P.  418,891                       11,353 

DedncL  . 

Supnori    Kxpend  i  Lures    -    l'',xliibir    0                         64  5,701  368,748 

f'ai'ital    lixnend  i  tures    -    Fxhibit    !!                              -—  953                         2,574 

"r'OT-   Vea>-    l^'xpend  j  turii   Adiustpeiits                         —  51                         — 

'IcHC've    for   l^ncuinb ranees,    June    30,    1975             ---  ,2,533                              844 

Annro'ir  iat  ion    Reversion                                                  10   951  — 

Revenue    Denor.ited    to   'leneral    ''und                          24,565  —                                • — 


5ee    accompanying,   notes    to    financial    statements. 
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'und    Balance,    .lune    30,    1Q75  ^^    17, 7 21  _  $    46,^608  ^      7,935 
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EXHIBIT  C 


DEI'Ajn'tlMNT   Oy  M7_IJTARV   Ai.'i'AIKS 
"a  1,1,   'RI'.AjflJRV    laiNDS 
S'"AT1',M1'NT   O''^   REVfM'i: 
I'isr.-il    Yr.nr   Kndc'd   .June    10,     l'J75 


(Jciu-rnl 
Fund 


Federal  Grants. 

Department  of  the  Army: 

Maintenance  and  Operation  of  Army 
National  Guard  Facilities  $ 

Department  of  the  Air  Force: 

Maintr^nance  and  Operation  of  Montana 
Air  National  Guard  Facilities 

Federal  Energy  Administration: 

Administration  of  Fuel  Allocation 

Program  24,505 

Federal  Disaster  Assistance  Administration: 

Natural  Disaster  Response  Plan 

Defense  Civil  Preparedness  Agency: 

Personnel  and  Administration 

Instructional  Program 

Shelter  Development 

Radiological  Systems  Maintenance 

Miscellaneous  ".?_ 

Total  U^561 


Ffili-ral    and 

Private 
'Revenue   Fund 


$   84,104 


4 J,  31 7 


9,204 

88,982 
62,661 
46,247 
38,334 
67 
$374,916 


See  accompanying  notes  to  financial  statements. 
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EXHIBIT  D 


DEPARTMENT  OF  MILITARY  AFFAIRS 
ALL  TREASURY  FUNDS 
STATEMENT  OF  SUPPORT  EXPENDITURES  COMPARED  WITH  APPROPRIATIONS 
Fiscal  Year  Ended  June  30,  197  5 


Legislative     Budget     Total  Unexpended 

Appropriations  Ammendments  Available  Expenditures   Balance 


GENERAL  FUND 


Administrative  Program      $107,364     $   —      $107,364   $103,495   $   3,869 

Army  National  Guard  Program   289,983 

Air  National  Guard  Program    46,382 

Civil  Defense  Program         89,370 

Fuel  Allocation  Program       90,323 

Emergency  Support  — 


Total  $623,422 


— 

289,983 

289,960 

23 

— 

46,382 

46,347 

35 

— 

89,370 

89,370 

— 

— 

90,323 

84,737 

5,586 

40,000 

40,000 

31,792 

8,208 

$ 

40,000 

$663,422 

$645,701 

$  17,721 

FEDERAL  AND  PRIVATE  REVENUE 
FUND 


Army  National  Guard  Program: 

National  Guard  Account    $  59,524     $   22,830    $  82,354    $  81,246   $   1,108 

Air  National  Guard  Program: 

National  Guard  Account      43,608         6,505     50,113     49,906        207 

Civil  Defense  Program: 
Civil  Defense  Account: 

Coordination  89,370         --        89,370     87,712      1,658 

Natural  Disaster  Response 

Plan  63 

Training  and  Education       521 
Civil  Defense  Calibration 

Account  37,147 

Civil  Defense  Community 

Account  50,102 

Total  $280,335 


39,161 

39,224 

19,192 

20,032 

62,315 

62,836 

54,500 

8,336 

— 

37,147 

35,065 

2,082 



50,102 
$411,146 

41,127 
$368,748 

8,975 

$130,811 

$  42,398 

See  accompanying  notes  to  financial  statements. 
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EXHIBIT  F 


DEPARTMENT  OF  MILITARY  AFFAIRS 

FEDERAL  AND  PRIVATE  GRANT  CLEARANCE  FUND 

STATEMENT  OF  CHANGES  IN  UNCLEARED  COLLECTIONS  ACCOUNT 

Fiscal  Year  Ended  June  30,  1975 


Disbursements 
Federal       to  Counties 
Balance         Grant         and  Other       Balance 
July  1,  1974     Receipts     State  Agencies  June  30,  1975 

Grants  from  Federal  Defense 
Civil  Preparedness  Agency 
Representing  Reimbursement 
of  50%  of  Eligible  Civil 
Defense  Administration  and 
Project  Costs  at  County  Level 
in  Montana: 

Personnel  and  Administration 

1973-74  Fiscal  Year        $  21,252       $   6,583       $  27,793       $     42 
1974-75  Fiscal  Year  —  121,018         99,194         21,824 

Civil  Defense  Construction 

and  Other  DCPA  Approved 

Projects  ~  175,829        175,829 

Flood  Relief  Grant  Advance 
from  Federal  Disaster  Assist- 
ance Administration  —  70,456         70,456         — 


Total  $  21,252       $373,886       $373,272       $  21,866 


See  accompanying  notes  to  financial  statements. 
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EXHIBIT  G 


DEPARTMENT  OF  MILITARY  AFFAIRS 
FUNDS  OUTSIDE  STATE  TREASURY 
STATEMENT  OF  CHANGES  IN  RESERVE  ACCOUNT 
Fiscal  Year  Ended  June  30,  1975 

Quarterly 
Facility  Use  Allowance 
Fee  Accounts       Accounts      Total 

Balance,  July  1,  1975  $   2,257         $   1,453     $   3,710 

Receipts : 

Use  Fees  Collected  from  User  Organizations   6,698  —  6,698 

Advances  from  Army  and  Air  National  Guard 

Appropriations  (Charged  to  Support 

Expenditures,  Other  Expense  -  General)       —  15,085       15,085 

Disbursements : 

Expenditures  for  Unit  Operations, 

Equipment  and  Facility  Improvements         6,038  15,288       21,326 

Balance, June  30,  1975  $   2,917        $   1,250     $  4,167 


See  accompanying  notes  to  financial  statements. 
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DEPARTMENT  OF  MILITARY  AFFAIRS 

NOTES  TO  FINANCIAL  STATEMENTS 

Fiscal  Year  Ended  June  30,  1975 


1.  The  financial  statements  are  prepared  on  the  modified  accrual  basis  of  accounting. 

2.  Accounts  receivable  consist  of  the  following: 


Federal 

Federal 

£i  Private 

&  Private 

Grant 

General 

Revenue 

Clearance 

Fund 

Fund 

Fund 

National  Guard  Facility  Maintenance 
Reimbursements : 

Department  of  the  Army 

Department  of  the  Air  Force 

Telephone  Reimbursement : 
Department  of  the  Army 

Capital  Project  (Helena  Aviation  Shop 
Addition)  Reimbursement: 
Department  of  the  Army 

Fuel  Allocation  Program  Cost  Reimbursement: 
Federal  Energy  Administration 

Civil  Defense  Shelter  Planning  and  Instruc- 
tional Programs  Cost  Reimbursement: 
Defense  Civil  Preparedness  Agency 

Natural  Disaster  Response  Plan  Cost 
Reimbursement : 

Federal  Disaster  Assistance  Administration 

Excess  Property  Rehabilitation  Cost 
Reimbursement : 

County  of  Missoula 

Total 


53,416 


$   49,217 
16,200 


3,428 


16,782 


9,313 


1,012 


$  53,416   $   95,952   $_ 


782 


782 


3.  The  financial  statements  include  adjustments  to   the  June  30,  1975  SBAS  balances 
for  the  November  30,  1975  Prior  Year  Adjustment  Account  balances  applicable  to 
the  Administration  and  Army  National  Guard  Programs,  as  follows: 


General  Fund 

Federal  &  Private  Revenue  Fund 

Total 


Administration 
Program 

$  1,572 


$  1,572 


Army  NG 
Program 


5,150 
$  5,150 
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DEPARTMENT  OF  MILITARY  AFFAIRS 
NOTES  TO  FINANCIAL  STATEMENTS  (Continued) 
Fiscal  Year  Ended  June  30,  197  5 


The  1974-75  General  Fund  prior  year  adjustment  balance  shown  on  Exhibit  "B"  as 
a  $10,951  credit  includes  a  $8,325  reimbursement  received  in  1974-75,   of  t'ne 
state's  share  of  F.I.C.A.  taxes  paid  in  1973-74  on  the  earnings  of  National 
Guard  members  serving  on  emergency  duty.   Subsequent  to  the  payment,  a  ruling 
was  issued  that  the  earnings  were  not  subject  to  F.I.C.A.  taxes,  and  refunds 
were  made  to  the  state  for  the  state  share  and  to  the  applicable  National 
Guard  members  for  amounts  withheld  from  their  earnings. 
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AGENCY  RESPONSE 


State   Arsenal 
p    O    Box  1 157 


DEPARTMENT  OF  MILITARY  AFFAIRS 

STATE  OF  MONTANA 
Office  of  the  adjutant  general 

HELENA,   MONTANA 
59601 


MG-AAG 


19  January  1976 


Mr.  Morris  L.   Brusett 

Office  of  the  Legislative  Auditor  MOIianv  3Alivnsi?3l         NO^' 

State  Capitol 

Helena,  Montana  59601  Giul  0  3  NVP 

J  — i  /  \  I  ^-i  v,^  .  ».  J 


Dear  Mr.  Brusett: 

I  refer  to  your  letter  of  January  8,  1976  with  a  copy  of  the  final  report  of 
audit  of  the  Department  of  Military  Affairs  inclosed.  It  was  a  pleasure  to 
work  with  Mr.  G.  Dean  Reed  who  conducted  the  audit.  While  he  was  very  thorough 
and  maintained  a  highly  professional  attitude  at  all  times,  he  was  most 
courteous  in  his  contacts  with  employees  of  our  department.  This  resulted 
in  a  cooperative  attitude  by  all  employees  involved  in  the  audit. 

I  am  especially  pleased  that  recommendations  are  primarily  concerned  with 
administrative  matters  which  are  relatively  easy  to  implement.  I  feel  that 
this  is  especially  significant  as  this  was  the  first  state  sponsored  audit  of 
this  department,  at  least  in  recent  years.  Our  federal  funds  and  activities 
are  audited  frequently  by  the  Army  Audit  Agency,  Air  Force  Audit  Agency, 
Defense  Contract  Audit  Agency,  Army  and  Air  Force  Inspectors  General,  and  the 
General  Accounting  Office. 

Specific  replies  to  the  various  recommendations  are  as  follows: 

Recommendation  -  Utilize  designated  SBAS  accounts  to  account  for  receipts  and 
disbursements  of  DCPA  grants  received  on  behalf  of  other 
entities  (page  7). 

The  Department  concurs. 
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1^10- AAG  1°  January  1975 

Mr.  [lorris  L.  Krusett 

Necessary  coordination  has  been  initiated  with  the  Management  Systems  Division 
of  the  Department  of  Administration.  Implementation  date  will  be  established 
after  procedures  have  been  agreed  upon. 


Recommendation  -  Seek  written  authority  from  the  Department  of  Administration 
to  maintain  bank  accounts  outside  the  state  treasury  (page  9). 

The  Department  concurs. 

A  request  to  maintain  bank  accounts  for  unit  commanders'  allowances  has  been 
submitted  to  the  Department  of  Administration.  Forms  DA-105,  Request  to  Maintain 
a  Non-Treasury  Cash  Fund  for  Facility  Use  Fees,  were  submitted  January  16,  1976. 


Recommendation  -  Request  a  determination  for  authority  to  retain  and  use  facility 
use  fees  (page  9). 

The  Department  concurs. 

See  comment  above. 


Recommendation  -  Initiate  the  necessary  procedures  to  establish  accountability  in 
SBAs  for  bank  accounts  outside  the  treasury  (page  10). 

The  Department  concurs. 

Action  will  be  taken  if  our  request  to  the  Department  of  Administration  for 
authority  to  maintain  the  accounts  is  approved.  If  not  approved,  no  action  is 
requ  i  red . 


Recommendation  -  Require  written  responses  from  unit  commanders  to  reports  citing 
difficulties  in  administering  bank  accounts  (page  11). 

The  Department  concurs. 


-30- 


ilG-MArj  15  January  1376 

!1r.  Morris  L.  Drusett 

If  approval  is  received  from  the  Department  of  Administration  to  maintain  the 
accounts,  unit  commanders  will  be  required  to  reply  to  review  reports  if 
deficiencies  are  noted.  The  appropriate  regulation  and  Standing  Operating 
Procedure  published  by  this  office  vnll  then  be  revised  to  include  this  require- 
ment. If  approval  is  not  received,  this  action  is  not  necessary. 


Recommendation  -  Expand  reviews  of  facility  use  fee  accounts  to  include  on-site 
review  procedures  (page  11). 

The  Department  concurs. 

If  authority  is  received  to  continue  these  accounts,  the  Standing  Operating 
Procedure  previously  published  will  be  revised  to  provide  an  on-site  review. 
If  authority  is  not  given  us,  this  action  is  not  necessary. 


Recommendation  -  Initiate  a  transfer  from  the  National  Guard  account  in  the 
Federal  and  Private  Revenue  Fund  to  reimburse  the  General 
Fund  for  Army  NG  Program  costs  incorrectly  charged  to  the 
Administration  Program  (page  12). 

The  Department  concurs. 

Action  has  been  initiated  to  process  the  transfer.  Expected  completion  date  of 
the  action  is  January  30,  1976. 


Recommendation  -  Charge  costs  to  the  program  to  which  they  are  applicable,  and 

seek  budget  ammendments  in  the  event  of  anticipated  insufficient 
spending  authority  (page  13). 

The  Department  concurs. 

The  procedures  recommended  are  followed  by  the  Department.  The  amount  in  question 
(one  tenth  of  one  percent  of  total  expenditures)  was  charged  in  error  to  the 
Administration  Program.  Mecessary  accounting  documents  are  being  processed 
through  the  Accounting  Division  to  transfer  the  amount  in  question  to  the  Army 
Program.  It  is  anticipated  that  reouests  for  budget  ammendments  will  be  sub- 
mitted in  February  for  transfer  of  funds  between  programs  for  fiscal  year  1976 
activities. 
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NG-AAG 

Mr.  Morris  L.  Crusctt 


19  January  1976 


Recommendations  on  pages  15  and  16  of  the  report  are  addressed  to  the  Departi-.ent 
of  Administration  and  it  is  assumed  that  reply  will  he  made  by  that  Department 
directly  to  the  Office  of  the  Legislative  Auditor.  This  office  will  cooperate 
fully  to  assist  in  the  resolution  of  the  recommendations. 

Recommendation  -  Expand  accounting  procedures  for  equipment  to  include  that  of 
the  Civil  Defense  Division  (page  18). 

The  Department  concurs. 

Property  accounting  procedures  previously  in  effect  for  the  National  Guard 
Division  have  been  extended  to  the  Civil  Defense  Division.  It  is  expected 
that  full  implementation  will  be  completed  by  February  17,  1976. 


Recommendation  -  Complete  and  maintain  current,  the  land  ownership  record 
currently  being  devised  (page  18). 

The  Department  concurs. 

The  record  of  land  ownership  is  being  compiled  with  an  expected  completion  date 
of  January  30,  1976. 


Sincerely, 


OMACK 
tant  General 
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